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 Potential borrowers must…

First Time Homebuyer(s)

(Targeted and Non Targeted Counties)

Income limits 

Acquisition limits



 A MCC is a federal tax credit designed 

to assist a borrower seeking affordable 

homeownership.

 This tax credit allows an eligible borrower 

to write off a portion of the annual 

interest paid on the mortgage up to 

$2000 each year they occupy the home 

as their primary residence

 This tax credit is based on the first 

mortgage loan amount



 The MCC reduces the federal tax liability 

of the borrower and has the potential of 

savings of thousands of dollars over the 

life of the loan



 Borrower can choose to revise their W-4 

withholdings form to increase their take 

home pay(*see following) OR

 Borrower may choose to take the tax 

credit at the end of the year(*see 

following)



 If borrower has a $50,000 mtg with an 

annual interest rate of 5.25%, the 

borrower would be able to claim $918.75 

annual tax credit (this is in addition to the 

annual interest deduction the borrower 

receives) or increase take home pay by 

$76.56 per month

 $50,000(mtg amt) X 5.25%(annual 

%rate)=$2,625(%paid)X35%(MCC rate 

based on mtg amount)=$918.75(tax 

credit)



 If the borrower so chooses to increase 

the take home pay the annual tax credit 

is divided out over 12 months giving the 

borrower (per example) an additional 

$76.56 per month. The borrower would 

need to contact their HR department 

who would then modify their 

withholdings



1st time 
homebuyer

Federal Tax 
Credit for up 

to $2,000 

Credit may 
be reissued 
in cases of a 

refinance



Mortgage of 

$50,000 & under

35%

Mortgage of

$50,001 - $70,000

30%

Mortgage of

$70,001 -$90,000

255

Mortgage of

$90,001 & above

20%

MCC Credit 
Rates



 Adds an alternative to the MRB program

 Allows IHCDA to maintain a presence in 

the market

 Less documentation needed with initial 

IHCDA review for approval for closing

 No restrictions on type or amount of 

lender fees charged to borrower

 Type of financing, term and rate are set 

by lender

 Lender retains loan



 Borrower must be a First time homebuyer

 The purchase price of the home should 

be under acquisition limit for applicable 

county at time of reservation

 Borrowers could be subject to recapture 

tax if home is sold within the first nine 

years

 Home must be borrowers principal 

residence

 Non-occupant co-borrowers are not 

allowed



 Property must be a Single Family 

residence

 The MCC program cannot be used in 

combination with First Home mortgages 

from IHCDA



 The reservation fee is .50% of the final loan 
amount , which is due within 45days of 
reservation

 Extension fees
› Application $50 per 30 days

› Commitment .25% of final loan amount per 30 
days

› Late submission .25% of final loan amount 

› Cancellation $150

› Re-Instate $150

› Re-Issurance .50% based on new refinanced 
loan amount



To access our Limits, Lenders, IHCDA 

University and Inspectors List

Go to…

www.ihcda.in.gov

http://www.ihcda.in.gov/
http://www.shutterstock.com/pic-1089543-businessman-working-on-a-laptop.html


 This program offers a rate lower than the 
market rate

 Loans may be reserved as Conv, FHA or 
VA 

 Buy downs are not allowed

 All mortgages must be a 30 year fixed.  
No other terms are allowed.

 Borrower(s) must complete a 
Homeownership Counseling course, 
online or face to face (IHCDA University)



 This program in conjunction with the First 
Home offers the borrower(s) a lower interest 
rate and down payment assistance of 5% of 
the purchase price, but NOT more than 
$3500 total

 Can ONLY be used for down payment and 
an additional source of down payment is 
allowed 

 This a no payment , no interest second 
which is no longer forgiven

 Refinancing or selling of home will result in 
full repayment



 IHCDA does not subordinate 

 Third Party Inspection is required by an IHCDA 
approved inspector. See website for a 
complete list of approved inspector 

 Property cannot have been  tenant occupied 
in the previous three months  prior to closing

 Homes built prior to 1978 must have the Visual 
Assessment Document from 3rd party inspector 
and completed MRB11.  If home does not pass 
visual assessment please refer to HUD lead 
base guidelines found on website 



 Borrower(s) may not get back more than 
what they pay into the loan at closing

 Currently only FHA loan are eligible for DPA, 
unless it is  one of the DPA Specialty 
programs.

 DPA programs include Home Choice 
(conventional product), FHA, VA or USDA

 With the disability DPA programs 
borrower(s) are eligible for 10% of purchase 
price, NOT more than $14,999



 Borrower(s) could be subject to 

recapture tax if home is sold in the first 

nine years

 Home must be borrower’s principal 

residence

 Non occupant co borrowers are not 

allowed

 Property must be single family



 Borrower(s) must occupy the home 

within sixty days of closing or completion

 Total household income is used for 

qualifying borrower(s)

 All income must be considered 



 Reservation fee is .125% of the final loan 
amount, which is due upon receipt of 
application package

 Commitment extension fee is $50 per 30 days

 Late submission fee associated with the closing 
package is .25% of the final loan amount

 Re instate fee once a file has been cancelled 
is $150 and will not be looked at until received

 ALL fees must be received before final approval is given



 Household income includes certain sources of income that 
a lender typically does not consider in determining a 
borrower’s DTI 
› Along with the borrower, this includes all working individuals in the 

home ( the exceptions)

 Some eligible income would include
› W2 wages (including part time jobs)

› seasonal

› shift differentials

› overtime and bonus pay

› child support or alimony

› interest and or dividends
 Other income may apply. Please contact IHCDA with questions 

regarding types of income and if they must be counted or how they 
are counted



 Basically income is calculated from the 
borrower’s YTD gross and annualized
 There are times when you have to breakdown 

the income line by line. If and when you have 
trouble determining your borrower’s income 
IHCDA will do an income opinion.  In these 
cases please forward a current pay stub or 
VOE and tax returns.   INCOME OPINIONS ARE 
GOOD FOR 30 DAYS.



 IRS Tax Compliance Laws requires that 
each loan funded with proceeds from a 
tax-exempt mortgage revenue bond 
documented by three years of tax returns.

 Review of the tax returns tells us if the 
borrower has had prior home ownership 
and gives an income history for the past 
three years

 Tax returns are also a good source of 
information on others that may reside in the 
home, a  previous marriage or children not 
shown on 1003 as dependents.



 Returns for all borrowers must be 

submitted with application file

 If a borrower does not have all the of 

past three years returns they can either 

obtain transcripts from the IRS or 

complete a MRB/MCC5 if returns where 

not filed

 Electronic Filing Form is not acceptable



 Returns must have top section of page 

one fully completed with borrowers 

name, address and social security 

number

 Each return must be signed by borrower

 Transcripts must also be signed

 W2’s are not required nor do they take 

the place of returns



 Recapture Tax is in accordance with 
Section 143(m) of the Internal Revenue 
Code for mortgages that are Federally 
Subsidized.

 Borrowers must pay Recapture Tax when 
the following three conditions are met
 Home is sold within the first nine years of the 

closing date

 A net profit on the sale of the home is made

 The household income is above the current 
income limit at time of sale of the home



 IHCDA will not calculate the Recapture Tax amount, 
if any, upon sale of home. If borrower needs 
assistance they would need to consult their tax 
advisor of the IRS.

 A Notice to Borrower(s) of Maximum Recapture Tax 
and Method to compute Recapture Tax in Disposition 
of Home is sent to borrower once loan is final 
approved

 At this time IHCDA is reimbursing the Recapture Tax to 
the borrower with a written request including the 
following

 IRS form4506 (or its equivalent) completed and signed by 
each borrower

 Copy of the signed HUD1



 What is Lender Online?

 Who has access to Lender Online?

 Is Lender Online just for participating 

lenders?

 What information does Lender Online 

provide?

 How do I make a reservation?



 When should files be sent in?

 What forms are required?

 At what point should a closing package be 
submitted?

 When will my loan be purchased by US 
Bank?

 Who do I contact for MTG Funding Request 
issues?

 When changes are needed on a loan that 
has been reserved, how is this done?



How do I complete 

IHCDA forms ?



































































































 Would you like to call or email the Single 

Family Staff?

 Kim Harris – Manager

 317-233-5367

 kiharris@ihcda.in.gov

 Lee McClendon  - Asst. Manager

 317-232-2582 

 lmcclendon@ihcda.in.gov

mailto:kiharris@ihcda.in.gov
mailto:lmcclendon@ihcda.in.gov


 Who will I talk with if I have a program 
question or question on a file

 Kim Williams

kiwilliams@ihcda.in.gov

Karen Gatewood 317-234-5178

kgatewood@ihcda.in.gov

Marianne Fraps 317-232-7023

mfraps@ihcda.in.gov

Sara Hawk 317-233-4875

shawk@ihcda.in.gov

mailto:kiwilliams@ihcda.in.gov
mailto:kgatewood@ihcda.in.gov
mailto:mfraps@ihcda.in.gov
mailto:shawk@ihcda.in.gov


 Marquet Smith 317-232-3566

msmith@ihcda.in.gov

(Technical Assistance)

Liann Doyle 317-233-1826

ldoyle@ihcda.in.gov

(IFPN Specialist)

Melanie McNair 317-233-3895

mmcnair@ihcda.in.gov

(Staff Support)

mailto:msmith@ihcda.in.gov
mailto:ldoyle@ihcda.in.gov
mailto:mmcnair@ihcda.in.gov

